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CUBMJS ANNOUNCES HISTORIC ANTITRUST SETTLEMENT
n:DH MAJOR CABLE COMPANIES

The major U.S. cable television companies today agreed to historic cbanaes in the eable

televiiion industry that will introduce real competition and curb thes~ companle!' monopoly over

programming distribution, Attorney (jeneral ]. Joseph Curran. Ir. has announced.

"It's been a long, hard settlement but the result is short and sweet," Curran said. "lJeople

buying cable are gOing to get a fairer price and more choices."

Because a few companies have controlJed COflSumer aeeess to cable, he explained, the prices for

this service in the last five years have increased twice as fast as the average COst~f-1ivlni index.

Today's settlemant is the culmination of a fol.lr-year-Iong Investisation headed by Curran's

Antitrust Divi.ion and attorneys general from six other $tates. The cable companies" .stttHng with

Maryland and 38 states are several of the country's largest Includlni COrnC3St. Continental Cablevision,

Cox Enterprises. Newhouse, Tc1c--Communlcations. Time Warner, Time Warner Entertainment. Viacom,

and Prlmestat Partners. a direct satellite-co-earth Joint venture owned by these cable companles and

others.

Te1e-Communications, Comcast and Newhouse operate cable syStems in Maryland. Tele­

·Communicadons operates in Maryland under ita own Dame and under the name of its subsidiary. United

Artists Cable.

AtcOrding to Curran, the cable companIes. aedna aD their own as well as in conspiracy with each

other, took steps to ensure that companies using different technologies WOuld not break cable te.levision's

market sttaft&le hold on consumetS. In most Cll$es, he said. tnuni<;ipal governments grant. single



frAnchise to a cable operataa' for that particular ioographle ar~. However. alternative technologie$ exist that

are capable of bypassing cable companies' wires and providing the same programming offered by cable

companies ~thout having to obtain a franchise. These technologies utilize direct sRrellite-to-earth broadcasts

or mIcrowave transmissions.

Curran alleged that the cable companies prevented other companies with alternative tcchnoloi1c.s from

acquiring the p~atamming they net:ded to compete effectively with cable operators.

"Programmers were wrooiful1y coerced Into making these cable companies the exclusive carriers in a

franchise aru or. at least. made to sell their proiums to potentiaJ competitors with altcmative technologies Olt

a more expensive rate than those given the cable companies", Curran said.

CwTan also asserted that the table companies fonned Prlmestar to acquire transmission rights on a

sateIJIta that would permit technologically advanced direct satellite-to-home broadcas~" After acquiring tb~

rights, CU11'an said, the companies conspired to bloclc development of this new technology by offerin~ only

programming that did nOt compete with cable programming.

Under the terms of the settlemMt, the cable companies will not be pennitted to have any aareemenlS

wich programmers ,-ranting the cable companies the sol~ right to carry existing projramming; moteovet, they

wll1 be limited In aequirln2 exclusive caniaic agreements for newly created proifammlng. In addition, these

cable complIllea wilJ be prohibited from retallatinl against any programmer for dealing wIth their competitors.

Finally, programmiDg owned Or controlled by the companIes must~ made available to alternativ, technologies.
on oompedtive tenns.

·Consumers who dontt like their cable bUls Or the way they are treated by cable compan~cs may soon

have high tech alternatives." Curnn said.

The defendants b~e also agreed to pay the states a total of $4.85 ml1l\on in tnvt$tigative costs and
"\

attorneys fet.!. Maryland's share of this money, over 5600.000, will be paid intO the State·~ General Fund.

The states· lawsuit and the copsent decree were filed with a federal court in New York Cit)'. ,

The Antitrust Division ofm, UriiU':d States Department of Justice also filed a settlem,pt today with the

federal court in New York City. This settlement, which focuses mora narrowly on the PrimesW' joint venture,,
marb the second time in less than three years that the states and the federal government have worked together

to serne simultaneously an antitnlSt case of national importance. The last such cnse involved the settlement of

a priee-fiXlai caso against NlDtendo by the states and the Federal Trade Commission in AprU of 1991.

'The states that worked with Maryland in the investigation and resolution of this case were TCXI$,

California, Ohio, PennsylvanIa, Massachusetta and New York. These lead states were joined in fl11ai today

by 32 States.

Marylanders. with questions about this case should call the Attorney General's Office at (410) S7~954

or write to the Offi~ of the Attorney General. Antitrust Division, 200 Saint Paul Place, Bllt1more, Marytand

21202.
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JqSTICE DEPARTMENT FILES ANTITRUST SUIT AND PROPOSED CONSENT
DECREE AGAINST PRlRESTAR GROUP FOR ANTICQMPETITlVE PRACTICES

WASHINGTON, D.C. -- The Department of Justice today filed a

civil antitrust suit against Primestar Partners L.P., its 10

member companies and the parent companies of those members for

restraining competition in the multichannel subscription

television service by blocking other firms from entering the

direct broadcast satellite (DBS) business. At the same time, the

Department filed a proposed consent decree that, if approved by

the court, would settle the suit.

The suit and proposed consent decree were filed in U.S.

District Court in Manhattan, New York.

The complaint alleged that the defendants engaged in a

continuing agreement, combination and conspiracy to restrain

competition in multichannel subscription television service by

forming Primestar Partner L.P. to block other firms from entering

the DBS business in violation of Section 1 of the Sherman Act.

The complaint also alleged that the effect of the Primes tar

venture has been to delay, if not prevent, entry into the DBS

business through an agreement to restrict access to programming

(MORE)
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The complaint also named as defendants seven multiple cable

system operators (MSOs) that are corporate parents of Primestar

members:

--Tele-Communications Inc., Denver.

--Time Warner Inc., New York City.

--Continental Cablevision Inc., Boston.

--Comcast Corporation, Philadelphia.

--Cox Enterprises Inc., Atlanta.

--Newhouse Broadcasting Corporation, East Syracuse, New

York.

--Viacom Inc., Dedham, Massachusetts.

GE American Communications Inc., a subsidiary of General

Electric Co., with its principal office in Princeton, New Jersey,

also is a defendant.

Primestar was formed in order to offer a multichannel

SUbscription television service, called "Prirnestar," Which is

transmitted directly to consumers via a medium-power satellite

owned by GE American Communications Inc. This type of service,

commonly referred to as direct broadcast satellite, uses a

relatively small horne satellite dish that is less expensive to

install than large home satellite dishes and is a potential

SUbstitute for cable television service.

The proposed consent decree would forbid the defendants from

enforcing any provision of the Primestar partnership agreement

that affects the availability, price, terms, or conditions of

(MORE)
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programming to any provider of mUltichannel sUbscription

television.

It also would prohibit the defendants from agreeing to take

any action against a person who provides programming to or

invests in any provider of multichannel subscription television.

The proposed consent decree would also prohibit the MSO

defendants from reaching agreements with each other that would

affect the availability, price, terms or conditions on which

programming could be made available to other providers of

multichannel SUbscription television.

It would also prohibit the MSO defendants from entering into

or renewing any agreements with specified programming services

that contain exclusive distribution provisions.

According to Clark, the proposed consent decree would

prevent the possible anticompetitive consequences of the

Primestar venture, while still allowing Prirnestar to continue to

provide DBS service to consumers.

The pUblic can comment on the proposed consent decree within

a 60-day comment period in compliance with the Antitrust

Procedures and Penalties Act. Interested persons shOUld write to

Richard L. Rosen, Chief, Communications & Finance Section,

Antitrust Division, Department of Justice, Room 8104, 555 4th

street, N.W. Washington, D.C. 20001.

####
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Cable FirnlS Open Up to Conlpetitors
Settlement With U.S., States May End Programnling Monopoly

By Paul Farhi
"~on P<Iol SuIt W"a

State and federal authorities have
settled a massive antitrust dispute
with the nation's largest cable televi­
sion companies, winning concessions
that could help open the cable indus­
tris virtual monopoly over TV sub­
scribers to other forms of tompeti- .
tiOrL .

.Attorneys general from more than
40 states will announce a settlement
tOday with seven major cable compa­
iu~ following a nearly five-year

probe by seven states, including
Maryland, New York and California,
sources close to the investigation
said yesterday.

A separate though somewhat nar­
rower agreement will be· signed by
the companies with the Justice De­
partment, which conducted a parallel
inquiry. .

Investigators involved in the case
said the settlement will ensure that
satellite broadcasters, microwave­
relay TV systems and others that
have sought to compete against the
cable industry will -be able to buy

programmmg owned or controlled
by the cable industrY.

These competitors have com­
plained for years that the cable in­
dustry refused to seD them cable
programming, such as CNN or
MTV, or made it so expensive they
couldn't be competitive. Without he­
ing able to air. these netwOrks, the
competing services .say they can't
attract customers. Greater competi­
tion for cable companies presumably
would lower consumers' monthly "
rates.

See CABLE, AI2, CoL"

CABLE, From Al ing. 1'he attorneys general Dave
noodled this problem for four or five

The settlement includes an agree- years," he said. "'Because of the reaJ..
ment by the cable companies that ities of cable's monopoly control, we
they won't discriminate against a have been kept from the market. •••
company offering a competing tech- Wen. better late than never. I think
'notogy; and that they will seD cable- the end nms are over.-
owned programs on -reasonable Microwave systems, sometimes
terms: said an attorney dose to the known as "'wireless cable," use a se­
cable companies. The cable"finDs al- ries of relay towers to send TV sig­
so have agreed to reimburse the nals across town to a sma1l dish at a
states $5 mil1ion for their investiga- customer's .house. About 450,000
tive costs. "households subscribe to wireless .

The agreement comes eight systems.
months.after Congress passed legis-. Direct-broadcast systems (DBS)

. lation'that contains language gUaran- , send TV signals down from a geosta­
teeing similar program availability to tionary satellite to a dish antenna on
cable's competitors, prompting the a cuStomer's house. The fledgling
cable industry attorney to play down -DBS Geld has long been cOnsidered a
the'impact of the·settlement. potentially formidable competitor to
"BUt state officials said the specific .the .cable industry but· has never

rules· ~';..f: tha reaDy gotten started. However, two
t"um '6 t program access. corilpanies, including oneo~ by

. are still being considered by the· Hughes Aircraft. Co., are ......,..,..a..f to
Federal Communications Commis- ~

launch $}'StemS within a year.
sian and face·a broad lega1 qwIenge " ."Seven'major cable companies that
from the cable industry. By contrast. pro'vide.setVice to nearly half of the
said. the state officials, today's settle-
ment will go into effect immediately nation's 57 million cable subscribers,
and be binding" in most. of th.e nation. virtually all of them operating in ar-

eas without a "direct competitor,
"'What We are goirig to see is the ' were the targets of state and federal

cable monopoly. start to .crumble, investigations. The companies in­
and c:oosumers wiII start to see a dude the three largest system own­
real choice,- a leading investigator ers, Tele-eommunications Inc., ,
said. -when your cable bill goes up Time Warner Inc. and Continental
$2 per month next year, you're' go- Cablevision Inc. .'
ing to be able to caD up a (micro- In addition to owning numerous
wave-relay company] and see the cable systems around the country,
same programming for leSs.- TCI owns a portion of SuCh cable

While generally pleased with 'the, channels as Black Entertainment
5ettlement, one microwave-relay TV Television and the Discovery Chan·
-operator said it was too long in com- nel, and Time Warner owns HBO.

Both are part owners of Ted Turn:­
er's Turner Broadcasting System
which owns CNN, TNT, Headline.
News and superstation WTBS.

The two probes centered on .•
partnership formed by the seven;
companies and a division of~­
Electric Co. called Primestar Part.­
ners Ltd. Philadelphia-based Primes-.:
tar launched a direct-broadcast At-·
ellite TV service in 1990 that the
cable giants said was designed to~
fer expanded TV service primarily in:
rural areas where ~ble TV is un:-
available. ' . .

But several state investigators~
lieved that Primestar was actuaDy.
designed by the cable industry to
preempt competition in the DBS~

field.
By using their control over pro;. "

grarnming and their deep pockets~'"

the companies hoped to in effect
scare off would-be .DBS companies;.
state attorneys said. "'It was clear all
along to us that if they couldn't kill',
[DBS], they wanted to co-optit,-.'
said one source.

An attorney close to Primestar.
disputed this, saying Primestar nev- .
er received jts programming excllto
siveJy from the Cable companies and
that such programming was ~:
able to competitors all along.

"'In our view, the contents of this'
settlement differ relatively little, if
at all, from the (new] cable law aDd
actual business practices,- the attor--

. Dey said. "'If the states want to eodifY
it this way and it makes them com
fortable, then that's fine with us.-


